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SUMMARY

Mt. Wilson FM Broadcasters submitted Comments in this proceeding based upon

I;tcts relevant to the remand issues. The Clear Channel Comments consist of unsupported

and inconsistent arguments. irrelevant arguments unrelated to the remand issues. advice

to the Commission to ignore the intent of the Court of Appeals decision, the flawed (and

theret(Jre irrelevant) Statement of Professor Ilausman and, Jinally, outright

disingenuousness. While the Clear Channel Comments contain excessive hyperbole, the

Comments are devoid of relevant f~lctS. The primary purpose of the Mt. Wilson Reply

t 'omments is to direct the Commission's attention to the shortcomings of the Clear

Channel Commenls and 10 deslroy the creditabilitv that otherwise would be accorded

timcly-filed Commcnts.

-111-



BEFORE THE

jf'tbttal ~ommunication~ ~ommi~~ion
In the Matter of )

)
2006 ()uadrennial Regulatorv Review - )
Revie,~ of the Commission's Broadcast ) MB Docket No. 06-121
Ownership Rules and Other Rules Adopted )
Pursuant to Section 202 of the )
Telecommunications Act of 1996 )

)
2002 Biennial Regulatory Review -- Review) MR Docket No. 02-277
of the Commission' s Broadcast Ownership )
Rules and Other Rules Adopted Pursuant )
to Section 202 ofthc Telecommunications )
Actofl996 )

)
Cross-Ownership of Broadcast Stations and) MM Docket No. 01-235
Newspapers )

)
Rules and Policies Conccrning Multiple ) MM Docket No. 01-317
Owncrsh ip of Radio Broadcast Stations )
in Local Markets )

)
Detinition of Radio Markets ) MM Docket No. 00-244

MT. WILSON REPLY TO CLEAR CHANNEL COMMENTS

Ml. Wilson fM Broadcasters. Inc. (hereinafter "Mt. Wilson), liecnsec of station

KM/:T-FM. Los Angeles. California and standard broadcast station KKGO, Beverly

Ilills. California. by and through its counscL rcspectfully submits its Reply to the Clear

('harmel Comments (hereinafter "Clear Channel" and/or the "Company").!

The purpose of the Further Notice of Proposed Rulemaking (hereinafter "Further

Notiec") was succinctly set forth in Paragraph I of the Further Notiec, as follows:

! Ml. Wilson has filed a Motion to Strikc Clear Channel Comments. The instant
Ml. Wilson Rcply assumcs that the Motion will not be granted and/or will not be
timely granted.



"With this I:urther Notice of Proposed Rulcmaking ("'[,urther
Noticc"). we seek comment on how to address the issues raised hy
the opinion of U.S. Court of Appeals for the Third Circuit i;l
Prometheus Y. FCC and on whether the media ownership rules arc
·'nccessary in thc public interest as the result of competition."
(f(lOtnotes omitted).

The identification of issucs (as construed by the Commission) remanded to the

C(lnllllission is set (1rth in Paragraph 21 of the Further Notice. summarized as follows:

f. The existing specilic local radio ownership limits do not support the

Cl1mmission's rationale that such limits cnsure tiYe equal-sized competitors in most

markets:

2. The Commission lililed to justify livc equal-sized competitors as the

appropriate henchmark 1(1I' measuring competition and did not reconcile such henchmark

with the DOJ/FTC Merger Guidelines:

3. The Commission fililed to show that the limits ensured that five

equal-sized competitors have or would emerge under the numerical limits;

4. Failure of the Commission to explain why it did not take into

account "actual market sharc" when deriving the numerical limits:

5. Failure of the Commission to support the AM subeaps.

The Court of Appeals for the Third Circuit (hereinafter "Cour!") remand, however.

was not entirely "open-ended." The issues identilied by the Commission were in fact set

I(lrth by the Court's decision within a framework - wherein the Court provided its

opinion and/or advised the Commission as to certain issues. The specific issues wherein

the Court stated its opinion and/or advicc are as follows:
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I.

1

3,

4.

Numerical limits arc neeessarv and arc supported hv a reasoned analysis
(Prometheus, pp, 431-432); ~

Specific numerical limits were not supported hy a reasoned analvsis
(Prometheus, pp, 432);

The Commission did not surlieiently justify the numbcr "livc" as thc
appropriate henehmark, The concept of jive equal-sized competitors as the
benchmark flJr competition is based on a game theorv which conllicts with
thc DOJ/FTC Merger Guidelincs (I~[l)lnetheus,pp, 43~2-433 ):£

Markct share is an absolute cssential in measuring competItIon.
Commission rationalc for not taking into account market share has already
been rejccted by thc Court (Prometheus, pp. 433-434).

With respect to the Court's 0p1l110n and advice as to the above-rcferenccd remanded

issucs and, further. considcred in the context of the unusually forccful Court language

(i.c., "It defies logic. .. Promethcus, p. 433 .... llad it [the CommissionJ proffered the

'market sharc is too fluid' rationale, we have already rejected that cxplanation .. "

I)romctheus, p. 434), the refercnccd Court opinion/advice as to thesc issucs matters

sllDuld be deemed "absolutes" and must be adopted hy the Commission as integral

clements of the reviscd radio ownership rules in order to avoid a second remand,

Mt. Wilson's Commcnts are eonsistcnt with thc Court's opinion and advice. arc

directed to the issues raised by the Prometheus decision and inelude Arbitron Market

Share data flJr the Los Angeles markct covering the years 2001-2005. (Attachment 2 to

Ml. Wilson Comments). Reference to the Market Share data confirms the Court's

unequivocal statement directed to the Commission- "It defies logic to assume that a

£ Separate and apart from the fact that the Court believes the Merger Guidelines must be
lllllowed in determining radio ownership limits, the Court could not reconcile the
Commission's reliance on the Merger Guidelines to derive new ownerships for local
telcvision stations and ignorc the Merger Guidelines in dctermining local radio
ownership limits.
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combination of top-rankcd stations is the competitive equal to a combination of Imv-

ranked stations" (Prometheus, p. 433) and, further. identities the dominant entities in the

Los Angeles radio market (Clear Channel and CBS, Clear Channel being the most

dominant). Indeed, two dominant entities throughout the Jive-year span have controlled

approximately 40% of the market revenue. J

The Clear Channel Comments on the other hand primarily focus on matters which

arc not identified as remand issues, are not relevant to the Commission's request for

comments, suggests solutions which are not viable or are beyond the purview of the

I'urther Notice, advocates policies contrary to the Court's intent and in one instance

(pertaining to the competitive and economic status of the Company) sets forth an

argument contrary to Company management's public statements. Significantly ignored

arc the matters of competition (other than competition bctween Clear Channel and

satellite radio) among the existing terrestrial radio stations (as evidenced in the Los

Angeles radio Arbitron market, Attachment 2 to the Mt. Wilson Comments) and

consideration of the likely impact of increasing the radio ownership limits on indepcndent

operators with niche programmmg and/or tilr fewer stations than the Clear Channel

group.

J If the Commission's theory of five equal-sized competitors was viable, the Los
Angeles market would have five dominant equal-sized stations. none of which
singularly would approach 20% of the market revenue. Thc market share data for the
Los Angcles radio market refutes the Commission's theories regarding the number
five as the benchmark and as to the emergence of five equal- sized competitors.
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I. Program Format Diversity/Localism Are Not Issues in the Further Notice

A suhstantial portion of the Clear Channel Comments is devotcd to I<mnat

diversity/localism. i.e .. Clear Channcl station opcrations in diverse markets throughout

the I Jnitcd States (pp. 17-43 of Clear Channel Comments). Initially. it should be noted

that neither format diversity nor localism arc issucs raiscd by the Court and are not issues

on which thc Furthcr Notice sought eommcnts.± Nevertheless. to put thc mattcr at rest.

Mt. Wilson respectfully hrings to the Commission's attention that Program format

Diversity was specifically addresscd and rejected by the Commission as a valid argumcnt

in support of more consolidation. stating (2002 l3icnnial Regulatorv Review. Report and

Ordcr and Notice of Proposcd Rulemaking. (hcreinafter. 2002 "Regulatorv Review"), 18

F.C.C. Rcd., 13627 (~314),

"After a careful review of the economic literature, however, we
cannot confidently adopt thc view that we should encourage more
consolidation in order to achieve greater t<mnat diversity."

Underlying this conclusion and disputing the argumcnt that " ... reductions in the

numbers of owncrs in radio markets led to an increase in radio format labels" (2002

I~cgulatory Review, p. 13740 at'l 31 OJ. the Commission stated

"While we agree that the Duncan formats allow a somewhat richer
portrayal of the variety of music than thc more general format
categories, we are not certain how substantial the difference
between many of these minor subcategories within the major
categories of format arc"

± As distinguished from the matter of program format diversity, the Commission
concluded that Outlet Diversity (in the form of independent ownershipJ
" ... contributes to our goal of promoting viewpoint." (2002 Regulatory Review,
p. 13632 at ~ 39) and particularly radio which " ... remains one of the most affordable
means by which a potential new entrant can enter the media business." (2002
Regulatorv Review, p. 13632 at ~ 40)
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The reality is that group ownership tends to produce multiple variations of the

most highly rated formats. a result that will inevitahly repeat itself if the existing

ownership limits arc increased. Pragmatically. Ilmnats of Clear Channel and other

dominant stations are dieta1l:d by ratings. NOT by program diversity (sec Attachment I.

Mt. Wilson Comments). The Clear Channel Comments pertaining to both program

1lxmat diversity and localism arc not relevant and are not issues in the Further Notice.

II. The Antitrust Laws Are Not a Sufficient Safeguard to Guard Against
Anticompetitive Behavior

Clear Channel suggests that the antitrust laws are suClicient to guard against

anticompetitive behavior (Clear Channel Comments. p. 43). In fact, the Los Angeles

Clear Channel stations have engaged in anticompetitive conduct. the primary purpose of

which was two-1()ld. I) require advertisers to place 100% of their radio advertising

hudget on Clear Channel stations; 2) stifle the competition. The Clear Channel modus

operandi enables the advertiser to take advantage of access to the eight Clear Channel

stations and, further. to receive discounts. The "quid pro quo," however, requires that the

advertiser agree to devote all of its radio advertising budget to Clear Channel stations and

il) relrain 1rom purchasing radio time on anv other Los Angeles radio market station.~

The specific factual situation described herein has occurred no less than six times during

the most recent 1:111 sales period in connection with Mt. Wilson's efforts to obtain ne\v

~ Obtaining Justice Department action in the factual situation described is not a viable
option. Considering the work load and the priorities of the Los Angeles DOJ office
and the nature/overall significance of such a complaint. the likelihood of DOJ timely
intervention (if ever) is inlinitesimal.
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advcrtising for station KM/r-rM.~ (Scc Mt. Wilson Comments. pp. 13-14). The ability

of Clear Channcl (or other dominant licensces with multiple stations) to cngage in such

,1I1ticompctitivc bchavior cxists bceause Clear Channel is now permitted to opcrate

multiple stations in the Los Angeles market and is thc dominant economic force in the

Los Angelt:s radio markct.1 fhc Commission's presumption that licensees with multiple

stations and economic powcr will not cngage in anticompetitive conduct is a fiction,

rcfuted by the l~lCtS. In light of Clear Channel's previous anticolllpetitive conduct. the

C lear Channel asscrtion that the antitrust laws arc a sutlicient safeguard is blatantly

disingenuous. Increasing the radio ownership limits equates to a "Jj'ee pass" (FCC

approval) to continuc anticompctitivc conduct. The consequenccs of inercasing thc radio

ownership limits are inevitably predictable: Clear Channel will have still more leverage

to exercise its economic dominance and to exacerbate its existing anticompetitive

conduct: less revenue will be available to the independent operators; and the number of

independent operators will be diminished (or wholly pbased out) with the concomitant

climination of diversity of opinion that independent licensees provide.

(, An analogous experience occurred in 2003 wherein an eXlstmg advertiser on the
Ml. Wilson standard broadcast station licensed to Beverly Hills (now identified as
KK(;O) informed the President ofMt. Wilson that he would no longer buy time on the
Ml. Wilson station due to an advertising agreement with Clear Channel which required
100'l-(, of his radio advertising budget to be spent on Clear Channel stations. While
Affidavits/Declarations are not required f(Jr rulemaking proceedings, Declarations
artinning the described factual situations will be submitted in connection with a
prospective Petition to Deny.

1 To a lesser extent, CBS Radio (the other dominant station in the market· number 2)
also has resorted to similar practices.
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III Clear Channel is Not Economically Threatened by Increased Competition,
New Technology

Section III of the Clear Channel Comments (pp. 50-(6) presents a hodge-podge of

arguments. the primary Illlll1dation of which rests upon the contention that increased

competition has already adversely affected the radio induslrv and threatens " ... the

ahility of free. over-the-air radio to remain viable (Comments. p. 51). These arguments

include new technology (flKusing primarily on the 270 channels collectively provided by

XM and Sirius) vis-it-vis the eight-station limit imposed upon terrcstrial radio: thc decline

and prospective continuing decline of terrestrial radio' s cconomic growth: the importance

of liTe. over-the-air radio in erisis situations: the "modcst" rcquest to restriet the increase

in radio ownership limits to onlv the 17 largest markets in the eountrv: thc support of 23

memhers of Congress: the efficiency of group ownership; and the argument that

ownership should bc based on the number of outlets. not audience or markct share.

These arguments are either irrelevant. half-truths. misleading and/or simply disingenuous.

i\. As the Result of the New Technolo!!v. Clear Channel Now Operates
~!atiqns in the Major Markets in Excess of the Numerical Cap~.

The Clear Channel focus on the new technology (and specillcally satellite radio)

as a justification for increasing radio ownership limits (pp. 51-53) constitutes a hiased

scll~serving and disingenuous viewpoint. Clear Channel asserts (p. 51).

"Today. free. over-the-air radio faces many more competItIve
threats. .. and the competition comes Irom media that arc not
crippled by the regulations... that stille the industry. In every
single local markct, satellite radio companies ...together deliver
270 channels ....These competitive challenges - and the inequitics
imposed by the local radio caps - arc currently threatening the
ahility of free. over-the -air radio to remain viable."
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In lilc\, as the Court correctly concluded. competition is better measured by market share.

NOT by the number of stations.~ Initially. it should be noted that satellite radio is a

subscription service and. as such. will never command the audience size available to free.

oVlT-the-air radio.~ Indeed. if one accepts the Clear Channcl rationale, the only way for

liTe. ovcr-the-air radio to cqualizc the competition is to allow virtually unrestricted (no

()\\ nership caps) group ownership of radio stations (clustering stations) at the cxpense of

the independent operators and the concomitant loss of viewpoint divcrsity.lQ

With rcspect to competition between free, over-the-air radio and satcllite radio (a

part of the new technology). Clear Channel omits the FACT that it benefits from the new

technology (in the form of liD radio) and now operates In. 12, or more stations in the

larger markets. In I.os Angeles, Clear Channel has live analog EM stations and three AM

stations. An lID radio Alliance has been established in the major markets. including Los

Angeles, the primary purpose of which is to promote HD radio. Clear Channel is a

member of the Alliance. While the IID-I channel is utilized to simulcast the analog FM

station. the HD-2 channel provides ~fparate programming (commercial tree for a limited

~ i\lthough the Court concluded that market share was an essential clemcnt of
determining compctition (Prometheus. p. 434). Clear Channel continues to mcasure
competition solely by the number of outlets - 270 collectively for satcllite and eight
l(1I' a singlc group owncr. Thc Court concluded that the singular usc of numerical
outlets to measure competition was flawed. (ld.)

" The future of competing satellite radio operators is in doubt (See Appendix A).
Additionally, the trade press has reported satellite radio/SEC problems. i.e .. counting
as subscribers unsold new cars equipped with satcllite reccivers and the failure to
report prior subscribers who did not renew.

HI The Clear Channel Comments statc at p. 51. beginning on line 2 " ... the enhanced
o!?portunities for cI~sterirfl stations tog~ther in 10?:1! groups has not had any ..adve!'se
dfect on competItIOn.' Footnote \)4 states See supra SectlOn II.D. Ihe
Comments do not include a section identitied as "11.0" The unsupported allegation is
analogous to the Commission's position that five equal-sized competitors is the right
benchmark for competition and deserves the same comment as the Court stated in
responding to such Commission position - "[t defies logic... ,. Prometheus. p. 433.
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period oj time). ConsequCI1tly. Clear Channel nm, operates in Los Angeles live FM

,lIwlog s(;ltions and at least live I'M digital stations (I1D-2), all of which provide separate

mU;;l<: ttmnats. In addition to at least 10 I'M stations. Clear Channel operates three AM

stations in the Los Angeles market. a total of no less than 13 separate l(mnat stations.

Pragmatically. Clear Channel now operates more stations than the "modest" increase it

seeks. liD radio holds the potential to provide multi-separate channels'!! Considering

the existing economic dominance of Clear Channel in the Los Angeles Arbitron market

(sec Ml. Wilson Comments, Attachment 2). an increase in the radio ownership limits to

satisfv boardroom demand Itlr ever increasing profits is not in the public interest and

surely will lhrther imperil the independent operators.

Terrestrial (free. over-the-air) radio has and will continue to benefit from new

technology. (such as HD radio. a fact acknowledged by Clear Channel at p. 57 of its

Comments) and to remain competitive without the necessity of increasing radio

ownership caps.12 Conversely. if the clear Channel "modest" request is adopted, then the

HD radio channels should be counted for purposes of determining compliance with the

multiple ownership rule.

11 The number of potential liD multicast channels is dependent upon formats. Tests
show that it is possible to achieve two near-CD quality channels, plus up to four
additional voice-grade channels (see Appendix B).

12 According to the Clear Channel Comments (p. 57), however. only the mid-sized and
smaller markets will benefit Ii-om the diversity offered by HD radio - a position which
lacks a basis and defies common sense.
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Il. The .~'ompetitive Threats. the Dire Economic Conscquenees {()r the Radio
Industrv Prcdieted bv thc Clear Channcl Comments Arc Contrarv to the
Companv's Second Quartcr 2006 Report and to the Public Statements of
Cll:ilI Channcl Management.

Ihe Clear Channel Comments (pp. 51-53,57) plead dire economic consequences

I()I' the radio industry absent relaxation of the ownership caps in the major markets, i,e.,

lowered I()reeast for terrestrial radio's long-term growth (pp. 51-52): decline in time

spl'nt Iistening to radio over the last decade, a trend that will continue over the next five

years (p. 52); radio advertising decline in 2006 (p. 52): radio revenue decline steadily

since 2002 when considered as a percentage of total U.S. advertising revenues (p. 52);.u

deeline in stock value (p. 52): and " ... large-market stations,.. currently facing

particularly signilicant linancial struggles" (p. 57, line 2).

The consequcnees set t()rth in the Clear Channel Comments do not apply to Clear

Channel and are in fact at variance with the Company's Second Quarter 2006 Report.

Company revcnues were approximately $1.9 billion an increase from the $1.7 billion

reported l()r thc second quarter of 2005. The increase in revenues spanned all operating

segments and was led by the Company's outdoor advertising segment with 9% growth

and the radio segment with a 6°1<, increase to $963.5 million (sec Mt. Wilson Comments,

Attachment 3). Mark P. Mays, Chief Executive Ot1ieer is quoted as follows (Mt. Wilson

Comments, Attachment 3):

"As we take steps to secure our growth over the long-term, we
remain committed to generating profitable growth and cash returns
lor our shareholders.... We remain very optimistic about our
growth prospects in 2006.... Our operating momentum has
continued into the current quarter. Our radio division's

.u Absent the decline of Clear Channel revenues, decline considered as a percentage of
totallJ.S. revenues is irrelevant.
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perl(JrI1Janee surpassed our expectations and once again tilr
outpaced the industry. Our top-25 radio markets p~rf(mned
particularly well. generating the highest percentage growth of any of
our markets ,. .

Randal! Mays. President and Chief Financial Officer commented as f(lI!OWS (Mt. Wilson

Comments. /\ttachment 3).

"Our second quarter results relled strong growth and healthv
fundamentals across our operations. . As we continue to convert
our audience gains into top-line growth, we will continue to
generate profitable returns for our shareholders. Looking ahead, our
solid balance sheet and tremendous tinaneial flexibility support our
eft(lrts to maximize the value of our assets."

Fol!owing the release of the Clear Channel Second Quarter Report. analysts shared

management's optimism. Fred Moran. media stock analyst for the Stanf(lrd Group stated

(Mt. Wilson Comments, Attachment 3),

"Advertisers [on Clear Channel stations] feel like they are getting
more for their money because ratings arc climbing while competing
stations are in decline... and the evidence is that the growth has
turned strongly positive despite the radio industry still struggling"

An analyst for Bank of America. Jonathan Jacoby (Mt. Wilson Comments, Attachment

3). stated that Clear Channel radio growth "should outpace the industry for the balance of

the vear."

While the Clear Channel Comments portray an industry (which includes Clear

Channcl) struggling to survive, Clear Channel Management proclaims a very positive

picture· . the increase in Company revenue. the stellar performance of the radio division

bevond expectations, the Company-wide record of strong growth and healthy

-12-



I'ulldamentais. optimism Ii)!" growth prospects in 2006, The shareholders. the investors.

the general public are told one story: the I'CC is told the opposite,

Management's message is loud and cleaL The Company is thriving~ the radio

divisioll exceeded expectations; and the "ho(tom line" Company objective is "generating

profitable growth and cash returns for our shareholders"- "maximize the value of our

assets Management's message is intended to accurately rellect the status of the

COlllpany, future expectations and the objectives of the Company whercas the Clear

Channel Comments describe a struggling industry. an argument even if Hawed and/or

untrtle. is deemed necessary in order to support an increase in radio ownership caps

irrespective of the "suspeet" validity, In evaluating Clear Channel Comments. the

COlllmission should reasonably assLllm; that the Company's Second Quarter Report is

accurate; that the statements directed to the general public (including shareholders and

il1\ estors) hy top Company oflicials are truthful; and. therefore, should reject the Clear

Channel arguments set forth in thc Comments which are contrary to Managcment's

public position,

As evidenced by the Company's public posture (and as distinguished /i'om thc

Clcar Channel Comments), Clear Channel is an economically healthy company.

inc luding its radio division: it is not a company fearful of competition from satellite radio

(or any other ncw technology); it is not a company that needs less regulation in order to

surVIve. Its primary objective is to maximizc profitability for its sharcholders,

Maximizing profitability (a legitimate private intercst) does NOT equate to the public

interest. Thc competitive threats, the prospective dire consequences described by the
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Clear ChanJH;1 Comments do not exist at Clear Channel and cannot be accepted as a basis

«)r increasing radio ownership limits. There is no valid public interest reason to increase

radio ownership limits.

C. TheJmportance of Free. Ovcr-the-Air Radio in Crisis Situations.

The Clear Channel Comments (pp. 53-56) arc devoted to the significant role

pl<Jved hy free, over-the-air radio stations (including Clear Channcl stations) in the crisis

conditions resulting 11'om lIurrieane Katrina. While such information is cnlightening

(and deserves to be lauded in the appropriate circumstances), the Further Notice is not the

appropriate circumstance. The value of local radio in crisis situations is not in question.

is not an issue posed by the Further Notice and clearly is not relevant as to whether the

rallio ownership caps should he modified, either up or down.

D. The "Modest" Request to Restrict thc Increase in Radio Ownership Limits
to thc Seventeen Largest Markets in the Country Equates to a Sheep in
WoW s Clothing.

The seventeen largest markets contain a population of approximatcly X7.000,OOO

persons (based on U.S. Census estimates of all persons 12 or older updated and projected

to January L 2007 H As is clearly apparent, the Clear Channel proposal is intended to

"milk" the largest and most economically productive markets in the United States. The

focus on the largest markets (Comments, pp. 56-59) is purely economically driven and

would bendit only the largest group owners; the alleged public interest factors are mere

"\\indow dressing" - absolutely without regard to the traditional public interest factors

(i.e., diversity of opinion, competition) and without regard to the adverse impact on the

l! The Clear Channel Comments dwell on the number of stations in the seventeen
markets. Such argument, again, ignores the Court's conclusion that market share. not
station numbers, should be the standard for measuring competition.
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independent and small radio operators. IS Markets totaling 87.000.000 persons arc not a

"!llodest"' request: the true purpose was candidly set I"orth by Company mmwgement

. we remain committed to generating proJitablc growth and cash returns Illr our

shareholders. . .... (Mt. Wilson Comments. Attachment 3). Private interest. at the

expense 01" the public interest, is not a justification for increasing the radio ownership

limits.

I'. Congressional Support Is Irrelevant to the Issues SpeciJied bv the Further
Notice.
~._-~..-

The Clear Channel Commcnts (p. 58) states that " ... twenty-threc mcmbers 01"

C()ngress I"orm both sidcs 01" the political spectrum have voiced support for a modest

incrcase in the local radio ownership limits" in the larger markets. Congress is eomposcd

of approximately 540 members. If a majority of the total membership hlvored a modest

increase. such infi.mnation arguably (Congress is an elected body) could be deemed

relevant to the issues specified in the Further Notice. Accepting the number 23 as the

totality 01" members of Congrcss supporting a "modest"' increase. it is accurate to state

that approximately 517 members of Congress have not "voiced support I"or a 'modest'

increase".!.§. The reference to those members who voiced support (but equally applicable

to those members who have not voiced support) is wholly irrelevant to the ultimate issue

15 While the Clear Channel Comments repeatedly make use of "catch word" verbiage
such as "stifle the radio industry"/"threatening the ability of frce, over-the-air radio to
remain viable"' when describing the competitive challenges vis-a-vis satellite radio,
ironically, such competitive challenges are equally applicable to the hlctual situation
I"aced by the independent and small operators viS-ii-vis the dominant economic group
owners. The latter factual situation is conspicuously ignored in the Clear Channel
Comments.

!.§. Elections were held subsequent to the Comment tiling date which may have aJlected
the number provided by the Clear Channel Comments.
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oj whether radio ownership limits should be increased. What may be relevant are the

"'\oices" who have tiled Comments in this proceeding and who have participated in the

H(' l(mUllS throughout the country.17

r. Etliciencies or Operation TI)rough Group Ownership Is Theoretical.
Dependent Upon the Specitic Group Owner. Clear Channel Does not
i\lI(~~-,!te the Fl1ieiencies and Economics that Flow from Group Ownership.

In support or increasing radio ownership limits. the Clear Channel Comments

suggest that group ownership will he beneficial (by way or allotting resources) to group-

owned stations in thc smaller markets.

At page 57 or the Clear Channel Commcnts. it is stated

"Rather, an owner would hc ablc to allocate the increased
efllciencies and economics that flO'v Ii-om group ownership in the
larger markets to those stations under its control that required the
most help...."

Initially, it should be noted that Clear Channel is disposing of 448 smaller market

stations (sec Appendix C). Consequently. the stations "that required the most help" will

no longer he Company stations. It also should he noted that Clear Channel now operates

stations in the top 25 radio markets (Mt. Wilson Comments, Attachment 3. Mark Mays

quote) and presumably operates radio stations in most of the top 100 radio markets. The

presumption that group ownership could/can lead to effIciencies, however, depends upon

the specific group owner. While the Clear Channel Comments arc intended to persuade

11 The referencing of 23 membcrs of Congress as having "voiced support for a modest
increase," coupled with the specific identification of Representative Fred Upton and
his Icttcr to Chairman Martin, constitutc an undisguised and irresponsible ploy to
utilize "Comments" as a methodology to inject politics into the decision-making
process of an Independent Government Agency - in short, intended to curry favor with
the Chairman.
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thc Commission that the Company would allocate resources to mid-sized and smaller

m'lrkets. Clcar Channel apparently docs not allocate within its existing ownership

framework.!!! Considering the hlct that Clcar Channel is now ,lIld has been a viable entity

with an even more viable radio division. the question posed is why should the

Commission accept such argument as a basis jill' increasing radio ownership limits in

light of the Company"s history of not allocating the benclits from group ownership to the

more needy stations'! The answer to the question is that the Clear Channel Comments

consist of verbiage which is contradicted by Clear Channel conduct. Clear Channel does

not now allocate the benelits from group ownership to its needy stations and reasonably

cannot be expected to change its behavior. To the extent that financial benefits flow from

increasing the radio ownership caps, reasonably it can be expected that such benefits will

be utilized to meet the Company's primary objective- the maximization of prolitability

for its shareholders.

Moreover. it is dirticult to identify whethcr Clear Channel stations in the larger

markets or the mid-sized/smaller markets are the more needy in terms of receiving the

benefits of the alleged increased efliciencies. The Clear Channel Comments at pages 56-

57 state

"The proposed increases in the level of permissible common
ownership in the nation's largest markets would also provide the
radio industry with help where it may be needed most, as large­
market stations are currently f:1cing particularly significant financial
struggles. Throughout 2006, smaller radio markets have continued

lS Speeitieally, at page 57, line 13, states "Thus a decision to modify the local radio caps
in large radio markets has the potential to provide important public interests benelits
Ii.e., the allocation to the needy stations]. ..." The terminology "has the potential to
provide" implies that no such allocation has previously occurred.
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to outperllmn larger markets and this trend IS predicted to
. ,.1 t)contl11ue. -

Three lincs following the above quotation (1'.57. line 6). the Comments state

"Rather. an owner would be able to allocate the increased
el"licieneies that flow from group ownership in the larger markets to
those stations under its control that required the most help....,

The "bottom line" is that the Clear Channel Comments arc contradictory, ambiguous.

disingenuous, do not support an increase in radio ownership limits and do not warrant

serious consideration.

(;. The Court of Appeals for the Third Circuit Mandated Caps on Local Radio
Ownership Based on Market Share.

The Court's remand was not cntirely open-ended. The Courfs conclusions statcd

(Prometheus, p. 432).

"The Commission's decision to retain a numerical limits approach
to radio station ownership rcgulation is 'in the public interest.'
Without numerical limits, radio markets risk becoming 'locked up'
in the hands of a few owners (or even one owner) because all of the
available radio frequency spectrum has been licensed a high
barrier to new market cntrants. Order ~ 288. Based on record
evidence, the Commission justifiably concluded that numerical
limits are necessary ·to guard against consolidation... and to
ensure a market structure that fosters opportunities for new entry
into radio broadcasting.' Id. ~ 291. For example, a MOWC; study
found that. since the existing limits were imposed in 1996. the
number of radio station owners dec lincd by 34% even though the
number of stations increased by 5.4%. Gcorge Williams & Scott
Roberts. Radio lndustrv Review 2002: Trends in Ownership,
Format. and Finance (MOWG Study No. II) at 3 (Sept. 2(02).
Additionally, the record shows that today 10 parent companies - the
largest of which, Clear Channel Communications. owns 1200
stations nationwide, or 10%- dominate the radio industry and

t'l- The reference to " ... large market stations arc currently facing particularly significant
linaneial struggles" "... smaller radio markets have continued to outperform larger
markets.. " is contrary to the Clear Channel Second Quarter 2006 Report, wherein
Mark Mays stated "Our top 25 radio markets performed particularly well, generating
the highest percentage growth of any of our markets." (Sec Mt. Wilson Comments,
Attachment 3).
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control about two-thirds of both listencrs and radio revenues
nationwide. Id. at 4. In contrast. prior to the 1996 Aet"s
deregulation, the largest nationwide radio station combinations had
fewer than 65 stations each. Id"

(Prometheus, p. 434).

"The Commission docs not explain why it could not take actual
market share into account when deriving the numerical limits,xo
Ilad it proffered the 'market share is too Jluid' rationale. we have
already rejected that explanation in the context of the local
television ownership rule and the Cross-Media Limits. We also
note that the Commission has in the past extolled the value of
audience share data I{)r measuring diversitv and competition in local
radio markets,xl So the Commission's I:eliance on the fiction of
equal-sized competitors. as opposed to measuring their actual
competitive power. is even more suspect in the context of the local
radio rule" (footnotes omitted).

i\ /ilir and reasonable reading of the Court's decision IS that I) the Court

allirmatively concluded that ownership caps arc necessary to guard against "over-

consolidation"; 2) the Court al1lrmatively concluded that market share data is an essential

liletor in measuring competition: and 3) the adoption of rules without ownership caps

and/or without the use of market share data as a factor to measure competition will not

pass further judicial review. Nevertheless. Clear Channel's advice and recommendations

to the Commission (Clear Channel Comments, pp.59-66) is to ignore the Court's

intent/mandate and to substitute the number of outlets for market share data as the

appropriate standard for measuring competition - notwithstanding the fact that the Court

has categorically rejected the number of market outlets as the measure for competition.

The Court has etleetively mandated market share data as a factor to be utilized in

determining competition. Clear Channel's problem with market share data is that

Arbitron market share data accurately retleets competition and the Company's economic

d(lminanee in the market place. (See Mt. Wilson Comments, Attachment 2).

-19-
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With respect to Professor 11,lllsman's Statement (Clear Channel Comments.

L."hibit 2) pertaining to the "Volatility of Market Shares", such information would have

been more relevant to the remand issues and to the Clear Channel "modest" request if the

(bta provided information as to group ownership in the major markets. Such information

\\ould have identilied specific market shares and the number of equal-sized competitors

in the respective markets. Over the same time period as Professor Hausman's study, the

market shares for the dominant entities in the Los Angeles Arbitron market (Clear

Channel and CBS/Infinity) were as follows:

2005
2004
2003
2002

Clear Channel

20.6'X,
20.2%
20.2%
19.9%

CBS/Infinitv

18.4%
18.4%
I9.OOil,
19.5%

These results indicate minute volatility, which means that actual market shares ARE a

reliable guide to future competitive significance. Professor Hausman's contrary

conclusion (based on a biased study which ignores factual information relevant to the

remand issues) should be evaluated within the t~lCtual context that he was employed by

Clear Channel to produce a document which would conclude that market share data was

an inappropriate method fi)r measuring eompetition 211

20 Professor Hausman's Statement also addresses "Consolidation and Format Diversity"
and "Consolidation and Advertising Prices" The matter of fi:mnat diversity is
irrelevant to the remand issues. Moreover. Professor Hausman docs not define
"fimnat" or address the Commission's concern "... we are not certain how substantial
the difference between many of these minor subcategories within major categories of
t(Jrmats are." (2002 Regulatorv Review, p. 13740 at '1310). As to the matter of
"Advertising Prices," the Statement focuses on anticompetitive conduct and concludes
that consolidation" ... has not had anticompetitive consequences" on advertising rates.
Separate and apart from the antieompetitive aspects on advertising rates resulting from
consolidation, Mt. Wilson has lost advertising and has been unable to obtain new
advertising directly attributable to Clear Channel's anticompetitive conduct - arising
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Clear Channel's "problem" constitutes the prcclse reason why the Commission

should adopt market share data (at least as a lilctor) in measuring competition, Consistent

\\ ith the Court's dccision. the Commission's rules MUST rctain radio ownership caps

and inelude market share data as a I~lctor in measuring competition. To the extent that

Clear Channel believes otherwise. its arguments should be directed to the Court. not to

the Commission.

IV. Subcaps are Justifiable for the Purpose of Measuring Competition, Ensuring
New Entrants luto Broadcasting, Preserving Diversity of Opinion and
Preventing Anticompetitive Conduct

Attachment 2 to the Mt. Wilson Comments rel1eets Arbitron market share data for

the [.os Angeles radio market. The market share data for the Clear Channel stations is

based on eight broadcast stations .. three of which arc AM stations. The market share

data for Mt. Wilson stations is based on two broadcast stations .. one of which is an AM

station. While generally AM stations do not command an audience size comparable to

FM stations (irrespective of the reason). AM stations are in fact a contributor to the

market share data for the respective broadcast entities. Moreover. the number of

broadcast outlets available to a group owner can be a tilctor in attaining economic

dominance and, further. stif1ing competition. Section II of the Mt. Wilson Reply

Comments describes Clear Channel's antieompetitive conduct which relies (as a lure to

advertisers) on the number of outlets (among other lilctors) available to advertisers .

. . . Cont'd.
Irom Clear Channel consolidation and dominant economIC power (see Mt. Wilson
Reply Comments, p. 6, supra.).
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hnally. the Court recognized the danger of not having numerical limits and approved the

ClImmission's eondusion maintaining numerical limits (Prometheus. p. 432)

" ... the Commission justifiahlv eonduded that numerical limits are
neeessarv 'to guard against eOJisolidation... and to ensure a market
structure" that foster~ opportunities Itlr new entry into radio
hroadeasting....

AM radio stations generally are less expensIve than I'M radio stations and therefore

provide greater opportunity jt)r new entrants. Absent AM subeaps, there will he less

diversity of opinion, less opportunity for new entrants. less competition and the

lIpportunity to further exploit antieompelitive eonduet as already exemplified hy Clear

Channel.

V Conclusion

The purpose of licensee Comments is to provide inftmnation based upon the

respective licensee experience. The Comments suhmitted by Clear Channel not only do

not reflect the Clear Channel experience hut in faet are contradicted hy the public

statements of Clear Channel management. The Statement of Professor Hausman

(proffered as the primary hasis tor the Clear Channel Comments arguments) did not

provide information as to group ownership market share in the major markets (and

particularly the top seventeen major markets lor which the "modest" increase in group

m\l1ership is sought) the eore essence of the remanel.

The facts suhmitted with the Mt. Wilson Comments compnse a) Arhitron Los

Angeles radio market share data jt)r a five-year span; h) puhlic statements of Clear

('hannel management exalting the increase in Company revenue, the stellar performance
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01' the radio scgmcnt beyond expcctations, the Company-wide rccord 01' strong growth:

and (c) cxamplcs of Clcar Channel"s anticompctitivc conduct. In contrast to thc

MI. Wilson Commcnts, thc Clear Channel Commcnts are devoid of relevant fllds­

suhstituting, thcreforc. unsupported arguments (which includc inconsistencies), irrelevant

ilrl-'umcnts unrelated to the remand issucs. advicc to the Commission that it should

disrcgard thc Court's clear intent pcrtaining to the ncccssity of maintaining ownership

caps and thc mandate to use market share data as a blctor in mcasuring competition and

thc !lawcd Hausman Statcment (i.e., it excludcd core in!()[mation relevant to the remand

issues and cssentially functions as an ahstraction to the rcmand issues). In the addition to

thc abscnce ofrclevant facts, the Clcar Channel Comments arc guilty of a still greatcr sin.

disingenuousness. To assert that the antitrust laws are sufficient to guard against

ilnticompetitive behavior while thc Company is contemporaneollsly engaging in

anticompetitive behavior and to assert dire economic threats to Clear Channel while the

contemporary Company Second Quarter 2006 Report reflects an increase in revcnuc,

togethcr with Company management publicly proclaiming stellar performance of the

radio division beyond cxpcctation/optimism as to 2006 growth prospects is not only

disingenuous, but deceitful. In short. the Clear Channel Comments lack creditability.

Thc primary basis for increasing radio ownership caps is succinctly set forth in thc

statcment of the Company's Chief Executive OfticeL Mark P. Mays, "... we remain

committed to generating profitable growth and cash returns for our shareholders."

(Mt. Wilson Commcnts, Attachment 3). The beneficiaries of an increase in radio

ownership caps are Clcar Channel and a handful of group owners -- governed bv
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boardroom mandated prollts: the loser IS the public interesC less competition. less

diversity of opinion.

Respectfully submitted

MT. WILSON I'M BROADCASTERS. INC.

B\:~~~~ ~ ·~(~X
. Robert B. Jacobi

Cohn and Marks LLP
1920 N Stn;eC N. W.
Suite 300
Washington. DC 20036
(202) 239-3860

Its Attorneys

Dated: January 16. 2007
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Satellite Static
XM and Sirius are being pressured to merge because of financial troubles and are disc:overing what
others in the sector already know: It's a tough business

Investors are agitating for a merger of XM Satellite Radio (~) and Sirius Satellite (SIRI), the two providers of radio

via satellites 'chat orbit the earth. Speculat'on about a deal began last summer and gained momentum in early December,

when Sn:;s cut 't5 SUbscriber forecast for 2006 from 6,3 million to between 5.9 million and 6.' million (see

BusinE'ssWeekcom. 1215106, "Sirius Sings lhe HQliday Blue~") Over the course of 2006, shares of XM and Sirius plunged

62% and 54% respectively, as investors fretfee! th"t the potenti"l market wa5n't big enougr, for two players.

Later ,~ December, stock market pundit Jim Cramer proclaimed, in an Interview with BU$inessWeek Edilor-in-Chief

Stepr.en Ad'er, that Sinus ChiGf Executive Mel Karmazin needed to do a deal with his rival. "If Mel Karmazin does not
merge with ~.M, he Wil' not m"~G il. That company cannot stana alone," Cramer said (see BusinessWeek.com, 12125106,

'But J,-n WC08t Do YOl! Really Think?~). And on Jan. 10, analyst Eileen Furukawa of Citigl'Oup (Q) issued a rese"rch
rep,}'1 saying that top I?xecutives at XM seemed more open to" merge-, sending shares In both XM and Sirius higher

(see 8usinessWeek.cQ""_ 1/10/07, ''Weddmo Bells for XI\i' and Sirius?").

SATELLITE STRUGGLES

Trouble In the satellite business? It's an issue that goes well beyond Sirius and XM. DtrecTV (lll.){) anc cival satellite TV
"perator EchoStar (~) are struggling to 5urvlve as independent companies and mOlY merge or be acqIJlred by big

telecom compa~ies These are just the latest ill a long series Of satellite operations that have discovered the aifficulties of
pulling profits from the skies by offering telecom services, Internet access. ana more. In each case, loft)l promises have

given ""y to wrenching restructLJrings, and in some cases bankruptcy.

Satellite businesses have long looked easier than It·,ey actually are. "Terrestrial network5 can build" littlE and add 50me

custOMers and bUild a little more," says Matthew Dp,sch, CEO of mobile satellite phone operation Iridium, "Sate'lite is
different because you ha~e to pay for the rockets and the satellites all at once."

He ShQuld know The originallridiurn, the predecessor to the company Desch now runs, was one of the n10st notorious

flameOuts ,,' 5atellite history. The ~'Ompany was launched by Motorola (MQI) in the 19905 and began 5'3.-vlce irJ t 998
with a p'10n3 cail by AI Gore, trlen Vice-Fresident of the U.S But the company filed for ban~ruptcy the Il'~xt year, as
senice tei! short Oi e>:pectations and demand faltered Motorola, which took In billions In revenues from supplying the
o"gl~a Irioium With equipment, faced multiple lawsuits, which It later settled out of court.

hnp: /1W\vw.blislncssweek, coml bWdillly! d11f1;\sn ,!cpnte:nt/J~n2007 fdb,OC 70 11 L09143 2.htm



From: NAB SmartBrief [mailto:nab@smartbrief.com]
Sent: Wednesday, November 29, 2006 12:00 PM
To: Roy R. Russo
Subject: November 29, 2006 - Sirius, XM merger likely in next 18 months, analyst says

j tli,c,nd

I ne,·'iS fur brUi.j(jc-i,st an':..' electronic. media leaders

• Sirius, XM merger likely in next 18 months, analyst says
There's a 75% chance that either Sirius Satellite Radio or XM Satellite Radio Holdings
will make a bid for the other by mid-200B, analyst Kit Spring of Stifel Nicolaus & Co.
said. Such a move would generate $650 million in annual savings, according to a
Nov" 27 report from Spring. But such a merger could face regulatory hurdles. ThS'
D<envpr Post/Bloomb,"rg (1!/28)

• NBC mulling major management changes
J<eff Zucker, CEO of the NBC Universal Television Group, is weighing whether to
r<eorgan"lze the network's entertainment division "m Burbank, Calif., with possibilities
to include naming Jeff Gaspin, who oversees programming for NBC Universal's
ent<ertainment cable channels and digital entertainment, to head all TV content, or to
helm all cable operations, according to sources. The possible shakeup comes two
weeks after the departure of Zucker's No.2, Randy Falco. Los Angele5.Ti.rnes (free
rf-'gislration) (1 29)

9 Telemundo acquires studio, international distributor
In a bid to gain full control over the production and distribution of its domestic and
foreign programming, Telemundo has assumed full ownership of Telemundo-RTI
Productions and will acqUire the assets of its foreign distributor, Tepuy International
Corp" Patricio Willis, who had helmed Telemundo-RTI, will become president of the
renamed Telemundo Television Studios, and Marcos Santana, president and COO of
Tepuy, has been named president of Telemundo International. Mediilweek (11/28)

•
Clear Channel teams with Reuters for on-demand news
Linder a new d<eal, Reuter·s will provide news and video content Dn-demand fDr 200



rum First
Bmadcast lender reorganizing
RBRiTVBR has confirmed that a restructuring took
plaCL' in th~ past few days at Wells Fargo Foothill,
\vhich is <l major lender to radio, TV and other
JJll:di". Our sources say the biggest change is that the
company is shutting down the lending unit that dealt
on the low end of the market, loans in the 1-10
million range, and will concentrate on the higher­
margin business for larger broadcast loans. That is
bad nev.'s for smaller operators, since Wells Fargo
Foothill had been one of the very few nationwide
lenders that would make media loans below 10
million hurks. Despite numerous contacts from
RBR/TVBR, there is no official comment from the
company yet on the reorganization. Wells Fargo
Foothill made a major move to target lhe 1-10
million rnc:dia loan market in late 2004 when it
acquired Wcstburg Media Capital.

Tough month for satellite radio
No\'t.'lIlber retail receiver sales dropped 45% for both XI'v1 and Sirius according to Wall
SIred analysts_ The son sales data has the analysts looking at whether to cut their 2006
suh.\criber e_:)timates yet again. With November sales data from NPD, which tracks all
sorts of retail sales, showing unit sales for both satellite radio companies off 45% frorn
a year ago, Morgan Stanley analyst Benjamin Swinbume told clients that his estimates
could be at risk, although he still expects subscriber numbers at the end 01'2006 to be
\vithin the most recent guidance from the companies. Swinburne has projected XM to
end the ~ycar with 7.9 million subscribers, while the comp,illy's range is 7.7-7.9 million.
Ilis projection for Sirius is 6.08 million, while the company range is 5.9-6.1 millioll.
Aller seeing the soft November numbers, Jonathan Jacoby cut his year-end subscriber
cslimatc' for Xl'v1 to 7.7 million from his previolls 7.8 million.l-le is sticking with 6.1
milliun for Sirius. noting that \\lhile it also saw a sales decline in November, it increased
ils share of the retail market.

fIJun:t!a.\ r\tnrnini-', l)t'Ccm!>ef I-tth. 2006
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moving back tba; largel dates by whicb they expect to brolk e"n. Nnw, bNh are ':
I experiencing. f"Ullful trifectll of Dew cil'cumsta:1ce' as they enter their fifth alId "

fourth ye8,rs in ~rvice, respoctively:

1

--RW

,{ The PM modulator probe by the FCC Ita> COOl both companies time to mar­
ker for some proCu<:lo aod adIled expeuse for rt<lesigns;

,{ New subocriben Men', <-ommg on as faBt iI$ they had been, wbile more:,
au",makers now plan to add iPod adapte.. to their vehicles;

,{ AUlOmakel's that msrall .;ru,IJite radios lite havinl a lOugb time sellm.g ",e""
vehicles.

The ent of DX'ing has com< to an end I'
now that the entire world 1s wired for the
1_.~~,~. \lJ... no 1n'"' .......... rPl..l1irr; i.he lOnos-

Wall Slreet llIIOllyslo ..... aslring whether the companies mll ever be in the blllCl:;,'
i Some.inve:)ton. want a quick fix - like a merger.

A merger might rnakego<xl business sen.e for sharehnlders; but it, wouldn~t ,
""". lb. public inrmest. With a mOB"!,,,l)' in pay tadio, there wonId be no c,}Inpec
titicm for Iwdware or .ub5rription pri=.

i Consider what oompetilion bas wrougbt Both spen( billions of doUars 1<)' get'
, lbenlS.l...., up and running, building SlUW.,., launching s"",llit., ond subs'J-iZlil.( ':
I .receiver deve'Opllltllt Sirius in parliC"~lu spent a Illlil·biler of a first opcliltlonll1'-

year, with s8rellites in space but no radioo in the '$_.
! Tbey'v~ p'lid millii>ns for high-priced talent toproduee. original programlJ~.

I
'. They offer, programtlling that is interesting lIIld weU preoenflXl, Much of wh21's Olt"

<a>.ellile i••undndi<i;
! "SiI:ins and XM l!I'e a!J!') using tIleir spectrum for o!her businesses, such III; real-

tiJn1, iraffic lind ·w....ther sen'kes. and borh au developing the ability to deli_,
I video. .
, So CDlllpetitlon with each other has pushed innovation, to lhe benefit of con""I sumers, Traditional radio, in turn, bas; beenforced'.to. adapt to the preseJl<:e <;oF

"""llile, That's good. Bul a single PIIY radio.secvice woWd.enjoj' 1Itl1Ur comP"*i,f;.

I
livead~againstttadi!iooal t:>roodcasters. ;:.

. .Aloo, XM. ami Sirius paid fDl' specl:Ml1, but the 11Ce:, .till regulate:s \l<J,w .it' sC

I
'. USe<!; in excllilllge forappnl~ .. merger, !be COIIlIIli8siOll might decicle,,,.eOf~;

lhose two chlDllts·of S·bant! 'pttlnlmneeds to be reluroe4ioE r:e-aucllon. '
I In the~ electronics world, satellite radio i,s now"" established plxd1lCl.:
i <;;ru,gory. This means Illdio prices will continue to drop at retail aod lbe Ctl'Stro'
i make products are dropping as well. Lower prices D8UaIly meJUU IIlCm\.a1es,bll~'

, the llah:a.'Iters would recei.... 1<ss per radio as !bey get a peE<:erttage of eocbpl"duct:
sold.

Satellite has a finite window to reach more SIl\>l;criberS arid ellt costs I"fore:.
inVeSlOlll demand changes, The fourtlJ-quarter selling season is "'lUllCh time and; ,
lbiB may give merger diSCIVISioBS aboost ,,:

I But this ni.1 balloon deoerves to be sllot down. 'flle ,public, and the bI'oodc....r·
f ers who compere with these neW satellite sen';ees, deserve that.

I
I
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ror some 5':Qtion executiv£'s-, y;oiny d:gftar onty rn3k~s sense if there's d!l opplJr.:urdty t{J
~·reate Oe·'.' pmqr8ri)n)lng to 90 atong w:th t-he rroml-se- of better auditl.

J"hat't; why this June, NN< plans t:J offer $e-:eral prog:;2rn streams to memb(!r $"tations
that plan lo split their dIgital signetls into muitlp;e ('hanne's. By fall, the rJ€'tvvork hopes,
I"~:cel'ler..; will be dv~d(lble rD '-,onstlnJers to deo:::-ode mufti-charmel dg-t<11 Jedia.

RadIo World has t"eportf:d on tt~e efforts of NPR ?"d its partnet"$ Kenw()()d 200 'iarris to
test tlH~ conu~pt of rnultt-d'annel dig'tai. New NPR is prep,pred to bring its TOlrotr'ow
R.~d!o project to reality "11th plans for handling both [he programming and ha,ow"re
ne~ds of member st~nons.

Antk~pari~g a grr,up purchase of receIver,>, the network is asking m~nu(acture.o;sto make
HO Radios that can r-eceivE' rnultlpte digital slgnaJs. It is offering specia&, free..
pru9rZ1mrning avaiLable to member stations to fHJ the '.:.hannels with cantent_

The torget date IS June for the first of a planned four prc.g-ram strea,ns cO:lsisting of
dass:cal. jazz, news/talk and ;',Hl9ther mUSIC chclloeJ. Format stre3ms devetopE:'d for the
5lJpplem.ntal ch"nnel~ are seen as the ones most likely to 9rDW aCId bE suppctted by the
network for a long time, sources dose to NPR,. said.

Many 1[' radio long have Bf1Jued t11at digital only makes senseJt the induslry can deliver
improved 'onteo~ as part of the transttion, giving consumerS-Slifflclent reason to buy HD
Radle..:; - jest as ~ut.scribers to satellite radIo do so for the new content.

Mike Bergman, Kenwood vice president of new digital technologies, said Tomorrow Radio
"is the ~ln!.:Jle most important feature to promote HD Radio because it gives the consumer
another ccmoelling reason to buy" 3slde frDm great ~iJdio Quallry with digital radio.

Possible 'I roll " buy

NPR releaseo ~ P.equest tor Information to licensed HD RadiI) receiv..zr mar,ufal:;1:urers at
the recent CES convention In las vegas. other HD Radio v"ndors were weicome to
r"spond. A future 9r""P purchase could Indude lC,DOD to 50,000 radios, said Nike
Starling, NPR "ke president of engineering and operations.

"It deoends on Wh;;;lt the manufacturers tell us <:lbcut the price points, whether we r:an
'tome to terms and actuaHy execute a group bUV- That"s why it's an RFI as oppi:.sed t.:> an
RFP," or c Request tor Proposal, he said.
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f\!PH hOL'~'$ to t·8 £li);~ to cr'l~1t .;) (Je,l! by UwspIing NAn shov\' ~,(} it con ~7!ace em or'ver und
!nv(' th!-" onit~; st 1ipP0d In tl[JH~ f", :-;tctiun (itt! (undrili'Sl",S

ThE: T2.(1IC5 wO:Jld br> 1J')~d to >::f"ctl ttl!" Il)ilrkctp!ac-c.. pro\,:,<)bly iJ5 pledge pr·enljllrn~, ;?Inu tJy
statIon 2rnployee~ tur st~itl()n 1I1OnltMIl'V·

The Rn reS~10il~;e ueadlln~ l,NdS ::~111. 31, Th~ net"'/tlor:C: h~5 hrekcretl SlH::h grcue equlpmE',t
buys in the past, he sa!!).

E"ven"'u<)l1y. (JIJ sti)tion~ woultJ pay NPR for !hc-ir radia<>, sa)(i John Keali.. senior technolog;'st
wt NPR.

Wh~l~ the~Tlurtj-G'1tlnn~1 concept hrls g<'Hne:"ed the most attention from the na-n­
,:mnrne;c:al wo,.Jd/ cornrnen.ii,d bro:"Jdc-usters are warming up to the wtentli11 'j~ the
5Lipplem~'nt;::'Jjd;qltai chdPr:ejs. S'3VefLlI told R~dio 'Norid they t~re )o(lkfng at thf; concept.

At Ibiquit.y's pr~-;f. conference in l..;:;5 Vt:':gas, Er)tercfJ:TI Pre~ld("nt/CEO David Held CdUed
the techncloqy an ·'opportunity t/) aeate new radjo stations to grow ::ontent."

Ib,q'Jity Digital President/CEO flobert Str'J!Jle said the extra channel cap"bility of digital
rad'o woufd "help these guys (r~Dre5etltlr.gdIfferent radio qroups) light UJ: a conlpetjtive
b<1Ute·' cetvvp~n each oltler and with satellite radio.

At ttH~ $how, j.i;CNV(f-M) ill los Vl:'QiJS became the 50th NPR rnerntJer stCltivn tc go HD
Rddio, H was (ealured III a slJpplem2ntC'J 3ud!o demo at IbiQUity"s bootti.

Approximately 300 NPR member stations are In various stages of digital cOJJverslcn, with
funding for ,Hi additional 150 to 200 exp~tted to be approved by the Ccrporation ror
Public i:3coadcasting this year, ;}Lcording to NPR executives.

How low can you go?

NPR cop"s the fCC approves the mul~l-channelroncept for HD R~dio e"rly this year.

I" percf'ptU"1 test results of Iblq"ity·s HDC codec at various bit rat",s, submitt&!1 to the
commission in the fall. NPR <;aid, "TM new testing indicates that 48 kbps is perc£ived by
most listeners \)5 plovh1Jng ~ua' sound qJ.iaJity to the maxImum rat~ of 9& l<bp~:."

Optimum bit rate allocation vanes ao:ording to format, so NPR: hoped the agency would
2Jllow stations 10 derelTTline their own bit rate allocation for multicasting,

The code/: tests shOWEd it "as hj;5sible to achieve two near-CO quality channels, !?IUS IJP
to Four additional Yoice-grade c "nnels,wilh minimal, If any, interf"rence to existing
analog r"dios, Starling said. Iwelve codecs from nlhe vendors were tested_

In the Iniu"l tests last year, the main channel was 54 ~bps and the supplemental channel
was 32 l<bps.

NPR referenced its "Report on PerceptuaJ Tests of Low- and Very Low-3it Rate G:Jdecs,·'
flied with the FCC - the JesuIts eof testihg that the network commissioned, alon, "ith the
Intemational Association of Audio InfonnatiDn Services and IblQulty.

P<;trtjcip~nts wanted to ~~ if the extended hyb('d digital spectrum was ~uitable for r:"arHo
readIng setvke tr3nsmissjon. The testing me:lsured subjective Qualitatt--Ie differences
among the latest digital ccdecs that may be used for radio readIng serYkes.

http-lI""ww.radioworld.comfrefclence-momliboc/02_rw_hd_CeS_cDpr_2.~htmj 'Ji1212005
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i h(> ll~tVVO(l( slated, "lmpru",f'{; qua'ity was ad11f'Vedm!h n:'0i.Hy ::svailt:Jble C),i~c.5

lO>T'p<JrecJ to ['xis-Unq ofldluQ SlA lECht;oioqlC5. !luUt wlt'tlill a 51f'l~le extefldE'c' hybrid
r~'Htitlf)n £lod wlthln two of the four aVQlI3b~e p<.trtitiar,s. [~2:-;;ed (;~l these resuits, we
believe I~djo 1'0,<H.li~lg ~cr,ti(.(::'".;, ;)n'. other spedC'Jh!cd iJUtj)f:nce ':,f>,YiCI!5, wIll t,~ a prtKtic.-'1f
-;'('TVree ()rtion vi,..., f:xtcmJeli i~Y!11 id n-ude."

'This w(}!:Jd ailow listeners whc rely on lh"2s.e servIce.; to purch2se commQnl'~ ;j'/(!tlable
r,,~5s- rn:.ukl't I ~:ei\>e..<; .. '.3ftirntJrf?,l y freeing thEse ~erviCES ["rom reliance on speciaHy
r~-;arlU(actur('~ ~';C.,'''' re'.::riv~rs. whic:tl' h!5tor:cally "ilVP. offer~cJ infe:r'ror qUQflty s:cr/lce/' it
Sl'.ltert.

(FO' hybric! analo'l/digit", broadcasti"9, the lbiqUilY HD Radio ,ystem adds a number of
OFDt·1 c;prris:rs above ilt1d bt·'ow the host analog s.ignal. G~uups of carriers ar~ formed into
freque,'lcy partitions abo!)t &904 Hz each In width. Ten of the outer p~rtitions fnrm the
main grouD~ providing a 96 kbps dlgltal streatll for the primary oUd!O sh;?)nnel [and
optionally, sup~temi~Jltal aUdIO). Additional.sets Df partiticns are ~lIocated symrnetrically
within the pair of ma", partitions, called the extended hybrid mode. Tbese interior
~:artitions prC'Vide t:lncif!my dara streams at about 12.5 kbps each. R,p(Ho \IIlorid wm report
further on these tests In a SUt'5t:qupnt Issue.)

P.2~e(J on re~OJlt~ in the tests, NPR asked the FCC for expedited dulho;izotion for public
<.tattoos to begin digit(J1 mu'ticasting to foster' the development of ~j\'::.-rse, neN public
IJrogramm)ng services; dirn)natc Hle costs of ret,-ovuj'/e upgrades; ar;d afforcl stations
the oppcrtunity to streamline opemtions.

'rhe net'Nork hopes the cOtnrnlSS!On aprfoves the multicasting initiatIve in the first half of
the year,

Sponsored links:

.. Leitch Tet. hn<.tlogy designs products for the professiona!
television industrj that streamline workflow of content
production~ processing, transmission, rndnagement, !,tot"i3.gc,
cnd measurement. O!<k: here!

~ RF Central: The total solution provIder for broadcast,
surveillance 80d electronic news gathering (ENG) equipmenL
Improve your irncge gcthe-rihg C3pabHrties 3nd reduce t:osts!
Oick herel

test

~ TELESTREAM: Enabling tapefe!::s wor1d1ows 'fIlth otJr autnm<:lted,
1P-based medIa ~ncoding,-acceS$and delivery soh..'1:ions_ Learn
how ;:;t www.tele5tream.n~t~

S f'.A()( , hom~ I industry re:sour res: I Radio W;;;;rk1 , acout fMAS PubJf5hlng f (ont~tt us

hnp'f!wwwradioworldromlreferem;e-roomfibocf02Jw_bd__res~lJpr_2.shtmJ WI 211005
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r,_~ t '''L'J:I thl:: brief to .'1 fnend (~Sign up for this nev.,ISiet:tf:,r Sean:h p,:Jst,ssues)o L_ III

• 448 stations on the market in wake of CC sale
Clear Channel will spin off 448 radio stations as part of its record-setting private­
equity deal with Bain Capital Partners and Thomas H. Lee Partners. Analysts note
that, despite the huge volume in inventory, it is doubtful that the acquisition price for
Individual stations will be discounted. It remains to be seen whether local,
independent buyers will be attracted to the available stations, or if other radio
networks will look to expand their holdings. RilcJio!,<_R~cO[c:I~(11/16)

, Clear Channel puts 42 TV stations on the block: As part of its impending sale,
Clear Channel will sell 42 TV stations in 24 markets. According to experts reached
by TVNEWSDAY, the stations are expected to fetch between $1.2 billion and $1.5
billion. T\I!'!EWSQilY (free registration) (11/17)

• CC's station sell-off and country music: The country music industry will be
closely watching Clear Channel Communication's planned sale of 448 small-market
radio stations, Including about 120 country outlets. TheIeflnesSe_al1lliiolshyille}
(11/1/')

B"sin"ss&!l1dustl_"y~eport_. .__. ._. . . __

• NAB opposes Senate "bailout" of EchoStar
u.s. Sens. Wayne Allard, R-Colo., and Patrick Leahy, D-Vt., introduced a bill
yesterday that would block a court order requiring satellite operator EchoStar to stop
sendlflg distant network TV station signals to 800,000 subscribers on Dec. 1. NAB
Issued a statement against the bill. "NAB strongly opposes a bailout by Congress of a
habitual copyright infringer that has skimmed millions of dollars infringing copyrights
and violating the law on a nationwide basis for eight years or more," spokesman
Dennis Wilarton said. B[Oild_"asJIfl9 &J:abl.e (11/17)
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••' ",CCU buyout set at 37.60 per share;
~ Station sales coming

A private equity bidding consortium of Thomas H. Lee and Bain Capital emerged the victor in the auction of Clear
Channel Communications, beating the competing consortium which had been working with the Mays family for
monlhs to put together a buyout of the company's public shareholders. The winning bid totals about 18.6 billion.
Add in sOllle 8. I billion in debt and the buyout values Clear Channel at around 26.7 billion. In a most unusual
move, Mark and Randall Mays will stay on to nlll the company, despite the fact that they had been working with
th" olher bidding group.

At the same time, Clear Channel announced plans for some large-scale station sales to optimize its portfolio. Mark
Mays says 448 of the current I ,150 radio stations will be put up for sale - all of them outside the top 100 markets.
Also, thc enlire 42-station Clear Channel Television group is being put on the market. The company said the assets
Ix'ing pill "I' t(l,. sale account f"r less than 10% of Clear Channel's total revenues

Tile' s,de: of ('lear ('hannel to the LeelBain gronp is subject to regulatory approvals and a vote of Clear Channel's

I 1/16/200(,



Clear Channel TV for sale
as parent is sold
Employees of Clear Channel Television could nut have
been very surprised yesterday when the entire 42-station
(including LMAs, multicasts and such) operation was put
lip for salc, Since Clear Channel Communications
announced that it had put itsclfup for sale to the highest
bidder (,-0126/06 TYBRjl209) there had been speculation
that the TV division might be put lip for sale to reduce the
debt that \',,"ould have to be taken Oil for the buyout of
public shareholders. That speculation turned to fact
ycstcrda)' and Clear Channel CEO Mark Mays also
announced that 448 radio stations in 90 smaller markets, from Boise, 10 to Yuma, AZ,
\vert:~ also being put tip for sale. The TV and radio stations 10 be sold were said 10

account for less than 10% of the company's annual revenues. In the deal annoullced just
heforc the stock market opened for business yesterday (RBI{jTYBR Alertjp/IiJ/Q!i),
two private equity firms, Thomas H_ Lee Partners and Bain Capital, will buyout all
shareholders of Clear Channel for 37.60 per share, a 25% premium from where the
stock was trading before the company announced that it had hired Goldman Sachs to
cntertain offers. Company co-founder Lowry Mays and his two sons, CEO Mark Mays
and President/erO Randall Mays, will be investors in the new owner and Mark and
Randall will stay on to run the company. The payout to shareholders will total about
18.6 billion and the 8.1 billion in debt to be assumed or paid off brings the entire value
for Clear Channel to around 26.7 billion_ That is quite a run-up from the 125,000 that
I /l\vry Mays and Red McCombs paid for their first station - KEEZ-FM (now KAJA)
San Antonio, TX - in 1972.

rVBR observation: Whether one company, such as LiN, buys all of Clear Channel
TV, or it is sold otf in pieces to several buyers, the new owner(s) will almost certainly
be more focllsed on television than Clear Channel ever \vas. The TV unit wasn't
ncglected - indeed, it even made a creative, strategic acquisition in Rochestcr just this
Illonth (II I.~ J·v.'J~JUt22J)- bUI TV \vas silch a slllall part of Clcar Ch;l.llilci that il was
lumped into the "()ther" category for financial repolting. YOl! could make the analogy
Illat the TV unit at Clear Channel is like the ABC Radio unit at Disney - neither
1.1111s1alldin~ over-performance nor ctismalullder-performancc could make any dell I on
the corporate bottom line. JlJst as Disney IS divesting ractio to a radlo-fncll';l'd buyer.
Clear Chanlll'l is divesllllg TV.

\Ve want to
hear from you.
This is your column,
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TV Media Moves

Zaslav jumps
to Discovuy
David Zaslav is the new President
and Chief Executive Officer of
Discovery Communications. He had
been President ofNDC Universal
Cable and Domestic TV and New
Media Distribution.

Below the Fold
Ad Business Report
Sony effort for PiayStation3
Debuts today with a major marketing
Effort for the holiday's.

Media Marl..cts & Money
New marl{ct for New Vision
Added a market as driving the group
toward the 15-20 market threshold ..
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Report
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